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INTERIM OPINION SELECTING 2002
STATEWIDE ENERGY EFFICIENCY PROGRAMS

[. Summary

In this interim decision, we select the statewide energy efficiency programs
for 2002. We award $160 million in statewide energy efficiency funds and
authorize $10.5 million funding for statewide market assessment and evaluation
activities, for a total of $170.5 million in 2002 statewide programs. All of these
programs will be funded by Public Goods Charge (PGC) funds collected in 2002.

In Decision (D.) 01-11-066, we established the rules that Pacific Gas and
Electric Company (PG&E), San Diego Gas & Electric Company (SDG&E),
Southern California Edison Company (Edison or SCE), and Southern California
Gas Company (SoCalGas of SCG) must follow in seeking statewide funding. We
also made non-utilities eligible to compete with the investor-owned utilities
(I0Us) for $10.057 million available to fund general statewide energy efficiency
marketing and outreach.

We have evaluated the proposals submitted by the IOUs and the non-

utilities according to the criteria and point system established in D.01-11-066:

(1) Long-term annual energy savings 25 points
(2) Cost effectiveness 20 points
(3) Addressing market failures or barriers 17 points
(4) Equity considerations 15 points
(5) Electric peak demand savings 10 points
(6) Innovation 8 points
(7) Synergies and coordination with 5 points

programs run by other entities
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In this decision, we approve funding for 16 statewide programs. Fourteen

will be implemented by the IOUs and two will be implemented by third parties.

The following table delineates the funding allocated to each utility program and

to the Department of Consumer Affairs and Univision Television Group, which

will implement statewide marketing and outreach programs.!

Statewide Programs PG&E SCE SDG&E SoCalGas Total
Statewide IOU Programs*

Appliance Recycling $1,680,000 $4,000,000 $1,000,000 $6,680,000
Single Family Energy Efficiency Rebates $12,816,000 $5,850,000 $3,197,000 $2,598,000  $24,461,000
Muti Family Energy Efficiency Rebates $3,304,000 $2,000,000 $1,500,000 $1,500,000 $8,304,000
Home Energy Efficiency Surveys $900,000 $900,000 $200,000 $150,000 $2,150,000
CA Energy Star New Homes Program $6,520,000 $4,000,000 $2,058,000 $1,484,000  $14,062,000
Standard Performance Contract $7,800,000 $9,650,000 $2,700,000 $20,150,000
Express Efficiency $11,607,000 $6,000,000 $3,104,000 $2,433,000  $23,144,000
Nonresidential Energy Audit $2,650,000 $1,400,000 $700,000 $2,400,000 $7,150,000
Building Operator Certification and Training $258,000 $500,000 $150,000 $150,000 $1,058,000
Emerging Technologies $300,000 $650,000 $80,000 $600,000 $1,630,000
Savings by Design - New Construction $9,707,000 $7,674,000 $3,143,000 $1,973,000  $22,497,000
Education and Training $1,069,000 $3,813,000 $1,100,000 $1,374,000 $7,356,000
Codes & Standards Advocacy $818,000 $887,500 $100,000 $150,000 $1,955,500
Upstream Residential Lighting $5,803,000 $1,999,500 $1,543,000 $9,345,500
Statewide 1OU Programs Sub-Total $65,232,000 $49,324,000 $20,575,000 $14,812,000 $149,943,000

Statewide Marketing and Outreach
Department of Consumer Affairs $3,483,329 $2,683,797 $1,099,155 $790,719 $8,057,000
Univision Television Group $864,671 $666,203 $272,845 $196,281 $2,000,000
Statewide Marketing Campaigns Sub-Total $4,348,000 $3,350,000 $1,372,000 $987,000  $10,057,000
STATEWIDE PROGRAMS TOTAL $69,580,000 $52,674,000 $21,947,000 $15,799,000 $160,000,000

*Amounts shown for IOU programs exclude $10.5 million budget for evaluation, measurement
and verification (EM&V).2 The EM&V budgets are shown in Table 2, Attachment 1 of this decision.

1 Additional tables setting forth our funding decision and the associated energy savings

targets appear in Attachment 1 to this decision.

2 EM&YV activities are meant to determine the effects of a program, including program

induced changes in energy efficiency markets, energy savings, and program cost

effectiveness.
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We have modified the IOUs’ proposals where needed to make them
consistent and to establish more robust energy savings targets, or more
economical spending targets. With these changes, we estimate that the portfolio
of statewide programs selected in this decision is cost effective, with a Total
Resource Cost (TRC) ratio greater than 1.5. Where appropriate, we have made
explicit the benchmarks by which we will judge whether the I0Us are serving
hard-to-reach customers, as required by D.01-11-066. We have clarified how
IOUs and third party providers will be able to establish eligibility for progress
payments, both for information-only programs and for programs with energy
savings targets. We discuss changes in the incentive programs on which the
IOUs have depended in the past for additional profits from energy efficiency
programs. Finally, we specify a process for utilities and non-utilities to submit
Program Implementation Plans 15 days following the effective date of this
decision that will assist the providers and the Commission in ensuring that our

energy efficiency goals are met in this program year.

II. Background
In D.01-11-066, we changed the rules for energy efficiency programs to

allow non-utilities to compete with utilities for energy efficiency funding. Of the
$170.5 million available for programs with statewide reach, we designated
$10.057 million for competitive solicitation by utilities and non-utilities alike. For
2002, we determined that the 10Us are eligible for the majority of the statewide
program funds, but prescribed a new process for the IOUs to use in soliciting
Commission approval. That process is the same for both utilities and non-
utilities.

We adopted a phased-in approach to competitive solicitation for funding

because we want to ensure that energy efficiency programs do not suffer as a
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result of a complete overhaul. It is our hope that we will increase the percentage

of both statewide and local program funding available to non-utilities in 2003.

lll. Selection Criteria
A. Proposal Scoring
In D.01-11-066, we established a points system to use in evaluating
statewide proposals. We rate each program according to the criteria described

below.

1. Long-Term Annual Energy (Gas and Electric)
Savings

Points: 25

The most important goal of any Commission energy efficiency program is
to create permanent and verifiable energy savings over the life-cycle of the
relevant energy efficiency measures. Programs are not required to create
iImmediate short-term energy savings, so long as there is a clear, logical, and
verifiable link between program activities and eventual energy savings. In other
words, the Commission will strive for sustainability in the consumption
behaviors and investment choices its programs are designed to stimulate. In
general, long-term energy savings are those that continue over at least a three-

year period.

2. Cost Effectiveness
Points: 20

All proposals for energy efficiency programs will be required to provide
an estimate of life-cycle benefits and costs from various points of view, using the
assumptions detailed in the [Energy Efficiency Policy Manual], Chapter 4,
[Attachment 1 to D.01-11-066]. The Commission will use this information to
compare and rank program proposals designed for similar uses, markets, or

customer segments.
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3. Addressing Market Failures or Barriers
Points: 17

Any program proposed for Commission approval should include a
description of the type of barrier it is designed to address or overcome. The
following examples of barriers are listed in order of importance; programs may

also address other barriers not listed below:

» Higher start-up expense for high-efficiency measures relative
to standard-efficiency measures

» Lack of consumer information about energy efficiency benefits
» Lack of financing for energy efficiency improvements
» Split incentives (between owners/landlords and tenants)

» Lack of a viable and competitive set of providers of energy
efficiency services in the market

» Barriers to the entry of new energy efficiency service
providers

» Lack of availability of high-efficiency products
4. Equity Considerations

Points: 15

The Commission will generally prioritize programs that provide access to
energy efficiency alternatives for underserved or hard-to-reach markets.
Although those customers contribute equally to the funds collected to support
program activities, in the past, they have had access to fewer program
alternatives than other customers. [The Energy Efficiency Policy Manual]
provides a more detailed definition of underserved and hard-to-reach markets,
either from the point of view of customer class (e.g., multifamily building

residents, small businesses) or geography (e.g., rural customers).
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5. Electric Peak Demand Savings
Points: 10

Programs paid for by electric PGC funds should emphasize long-term and
permanent peak demand savings. Such programs may include, for example,
installation of permanent measures to reduce peak demand, such as variable-
speed drives on motors, but should not include programs that create peak
demand savings only through temporary behavioral change, such as air
conditioner cycling or programs that encourage consumers to turn off lighting or
air conditioning.

6. Innovation

Points: 8

The Commission will prioritize programs that present new ideas, new
delivery mechanisms, new providers of energy efficiency services, or new and
emerging technologies to address new program areas, to overcome existing

shortcomings, or to improve the effectiveness of existing programs.

7. Synergies and Coordination With Programs
Run by Other Entities

Points: 5

To minimize confusion and overlap for consumers, the Commission
desires program proposals that take advantage of synergies or coordination with
other existing programs, including those run by other state agencies, private

entities, municipal utilities, or the federal government.

B. Importance of Statewide Programs
As stated in D.01-11-066, statewide programs are essential to the

Commission’s energy efficiency strategy and such programs should be uniform

around the state to avoid customer confusion:
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Statewide programs will continue to be the backbone of the energy
efficiency approach for 2002. These programs serve the
Commission’s policy goals and objectives by allocating funding
equitably across customer classes and geography, providing
consistent and recognizable program reach and securing both short-
and long-term energy savings and peak demand reduction.

Statewide programs must be uniform, with consistent terms and
requirements throughout all the utilities’ service territories. These
consistent terms should include identical application procedures,
financial incentives (if applicable), and other program
implementation details. If the utilities cannot align their statewide
program proposals, the Commission will choose the elements it
prefers from those proposed.?

As we discuss below, many of the IOUs’ proposed programs are not
uniform. We have modified those proposals to achieve consistency across IOU
programs to enhance energy savings statewide.

While each 10U proposed similar programs, consistent with the
requirements of D.01-11-066, they did not categorize all program expenses in the
same way. As part of their Program Implementation Plans, discussed more fully
later in this decision,* we will require the I0Us, the Department of Consumer
Affairs, and Univision Television Group to submit budgets that are more
detailed and that categorize expenses consistently across both programs and
utilities.

C. Statewide Program Mix
In D.01-11-066, we provided that the program mix for 2002 should consist

of the following statewide programs types:

3 D.01-11-066, mimeo., at 8.

4 See Section VI(A) below.
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« Statewide Residential Programs
o Statewide Residential Retrofit
o Statewide Residential New Construction
» Statewide Nonresidential Programs
o Statewide Nonresidential Retrofit
o Statewide Nonresidential New Construction

» Statewide Cross-Cutting Programs

D. Available Funding

We allocated the following potential funding amounts to each category in

D.01-11-066:
Statewide Programs Types PG&E SCE SDG&E SoCalGas Total
Residential
Retrofit (existing buildings) 18,700,000 12,750,000 5,897,000 4,248,000 41,595,000
New Construction 6,520,000 4,000,000 2,058,000 1,484,000 14,062,000
Nonresidential
Retrofit (existing buildings) 22,615,000 18,900,000 7,134,000 5,133,000 53,782,000
New Construction 8,700,000 6,974,000 2,743,000 1,973,000 20,390,000
Cross-Cutting
Res/Nonres Retrofit/New Constr. 8,697,000 6,700,000 2,743,000 1,974,000 20,114,000
Statewide Marketing Campaign 4,348,000 3,350,000 1,372,000 987,000 10,057,000
Total Statewide 69,580,000 52,674,000 21,947,000 15,799,000 160,000,000

We discuss each statewide program category and the awarded funding in order

below.
IV. Programs Selected
A. Statewide Residential Programs

1. Statewide Residential Retrofit Programs

The Commission designated the statewide residential retrofit category for

programs aimed at securing energy savings in existing single-family and multi-

family residential homes. These programs include:
* Home energy efficiency surveys

* Appliance recycling

-10 -
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» Single family unit rebates for energy efficiency equipment (no
lighting)

» Multi-family unit rebates for energy efficiency equipment (lighting
and non-lighting)

a. Home Energy Efficiency Surveys

Each 10U proposes to conduct surveys to assist consumers in determining
how they might improve the energy efficiency of their homes. These programs
rely on a combination of online and mail surveys. 10U customers fill out the
surveys and the individual 10Us offering the programs analyze the results and
provide an informal audit to participating customers indicating ways to increase
their home energy efficiency. We generally approve the IOUs’ proposals with
the following exceptions aimed at making the programs consistent.

We adopt SoCalGas’ performance targets for each 10U, as they strike an
appropriate balance between cost and performance. SoCalGas proposes to
conduct 3,000 mail-in and 2,000 online audits at a cost of $150,000. The average
cost of each audit is $30. Sixty percent of their proposed audits are by mail,
while forty-percent are planned to be done on-line. The other three utilities
should be able to conduct audits at no additional per-item cost. Therefore, we
will hold the utilities to the performance targets listed in the table below, which
we base on SoCalGas’ targets.

Moreover, Edison proposes to “explore” creating a Spanish-language
written version of its survey. We believe each 10U should develop and make
available a Spanish-language written version for both mailing and web-posting
within two months of the launch of their programs. We also require that written
versions be offered in at least two Asian languages of the IOUs’ choice, as

appropriate, in each 10U territory. Since it is likely that hard-to-reach customers

-11 -
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will be difficult to target through web-based audits, at least fifty percent of
mailed surveys should be sent to hard-to-reach customers.

PG&E did not provide a separate proposal for this program. The
Commission’s Energy Division requested that they do so, but PG&E responded
after the due date. Because we believe surveys are a key part of any residential
home energy efficiency program, we will require PG&E to conduct them in its
territory. We will expect to see program details in PG&E’s Program
Implementation Plan, but set the budget and thereby the performance targets for
this program at the same level as that for Edison, as set out in the following table.
We have adjusted PG&E’s Single Family Rebates budget to reflect the $900,000 of
its funding that we are reallocating to this program.

We approve the following program targets and budgets:

Home Energy Efficiency  [Mail Online  [Total
Surveys IAudits  |Audits  |Audits  [Program Budget [EM&YV Budget [Total Budget
PG&E 18,000 12,000 30,000 $900,000 $107,000 $1,007,000
SCE 18,000 12,000 30,000 $900,000] $81,000 $981,000]
SCG 3,000 2,000] 5,000 $150,000 $24,000 $174,000]
SDGE 4,000 2,667 6,667 $200,000] $34,000 $234,000]
Total
43,000 28,667 71,667 $2,150,000 $246,000 $2,396,000

b. Appliance Recycling

In D.01-11-066, we urged applicants to propose programs for refrigerator

and other appliance recycling:

Refrigerator, freezer, and room air-conditioner recycling has been
offered in various geographic areas within the state through several
prior Commission and utility programs. This year, the Commission
intends to emphasize programs that reach regions of the state
previously unserved by earlier appliance recycling programs to
maximize statewide availability. We encourage the utilities to
partner with other entities offering these services in specific

-12 -
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geographic areas. Any appliance retirement program should offer
comprehensive toxic material recycling and disposal in conformance
with California environmental laws and regulations and permitting
requirements.s

In response, each IOU proposed an appliance recycling plan, although the
plans differ somewhat among utilities in terms of the number of units they
propose to recycle, the budgets, and the consumer incentive structure. The
Appliance Recycling Centers of America, Inc. (ARCA) filed comments critical,
primarily, of PG&E’s proposal. ARCA claims that the PG&E proposal (1) is
inconsistent with that of the other large electric IOUs; (2) inappropriately adds
additional incentives for consumers purchasing new Energy Star® appliances,
rather than emphasizing recycling of old appliances®; and (3) offers inadequate
energy savings and appliance recycling goals.

We set the refrigerator/freezer recycling incentive payment at $35, with
the option for an energy efficiency product incentive (i.e., a five pack of compact
florescent light bulbs) in exchange for the removal of an operable primary or
secondary unit. We find that, in general, the IOUs propose to recycle too few

units for too much money. We estimate that the SBX1 57 funds will result in the

5 D.01-11-066, mimeo., at 11.

6 ARCA also claims that PG&E’s proposal to pay incentives for new appliances is
contrary to Pub. Util. Code § 399.4(b)(2), which provides that the Commission shall
ensure that “no energy efficiency funds are used to provide incentives for the purchase
of new energy-efficient refrigerators.” We ruled in our decision funding energy
efficiency programs for 2001 that § 399.4(b)(2) applies to programs funded by PGC
collections made after January 1, 2002. D.01-01-060, mimeo., at 11. Thus, ARCA is
correct that § 399.4(b)(2) prohibits the use of PGC funds for this purpose after January 1,
2002, the funding period for which the IOUs have applied in this proceeding, and we do
not approve any such funding in this decision.

7 California Legislature, 2001-02 First Extraordinary Session, Senate Bill 5.

-13 -
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recycling of 80,000 appliances at a cost of $15 million, at a per-unit cost of $187.8
In contrast, the IOUs propose to recycle only 30,637 units at a cost of nearly $7
million. The average proposed cost per unit, across IOUs, is $228. On a unit-cost
basis, therefore, the IOU’s proposed programs for 2002 are significantly more
costly than the SBX1 5 programs. We adjust the IOUs’ targets and budgets to be
consistent with the latter programs.

We are also concerned about the duplication of administrative expense
that will result if each IOU runs its own separate program. We will reduce
administrative expense by appointing Edison as the one administrator to oversee
the appliance recycling program statewide. Edison already has a track record in
this role. As ARCA points out, we appointed Edison the program administrator
for PG&E and SDG&E, as well as its own program, in connection with the 2000
Summer Initiative.® As a result of the Summer Initiative-funded programs in
PG&E’s and SDG&E’s service territories, nearly 37,000 working inefficient
refrigerators and freezers were retired and recycled.’* PG&E and SDG&E should
arrange to transfer funds to Edison for payment purposes.

We approve the following program details:

8 Appliance Early Retirement and Recycling Agreement for Refrigerators, Freezers and Room
Air Conditioners, between Appliance Recycling Centers of America Inc. and the CPUC,
dated June 12, 2001, available at
http://www.cpuc.ca.gov/static/industry/electric/energy+efficiency/energy+efficienc
y+rulemaking.htm

9 See Application 99-09-049 et seq.

10 The Multi-Megawatt Refrigerator/Freezer Recycling Summer Initiative Program Final
Report, December 2001, at 3, available at
http://www.cpuc.ca.gov/static/industry/electric/energy+efficiency/energy+efficienc
y+rulemaking.htm

-14 -



R.01-08-028 ALJ/SRT/hkr DRAFT
P ; Demand Reduction Number of Units
Appliance Recycling  [Energy Reduction Targeted for
Targets (kWh) | Targets (kw)1l Removal Program Budget | EM&V Budget | Total Budget
PG&E 20,620,800 3,168 9,738 $1,680,000 $141,000] $1,821,000
SCE 45,108,000 6,930 21,963 $4,000,000 $107,000] $4,107,000
SDGE 12,243,600 1,881 5,588 $1,000,000 $45,000 $1,045,000,
Total
77,972,400 11,979 37,289 $6,680,000 $293,000) $6,973,000

*SoCalGas will contribute $32,000 to the EM&V activities associated with this program.

c. Single-Family Unit Rebates For Energy
Efficiency Equipment (No Lighting)

The 10Us also proposed to offer consumer rebates for upgrading to energy
efficient appliances. In contrast to recycling programs that pay the consumer an
incentive for recycling an old unit, rebate programs pay the consumer for
purchasing a new energy efficient appliance or measure. These “downstream
rebates” as they are called, target the residential single-family market. Measures
covered include programmable thermostats, insulation, windows, water heaters,
clothes and dishwashers, furnaces, heat pumps, air conditioners and pool
pumps.

In accordance with the requirement that the programs be consistent
statewide, we have modified the programs as shown in the table below. We
make energy savings target revisions for these programs based on the 2001 DEER
Update Study on per-unit savings impacts.l2 We have also increased PG&E's

energy savings targets, due to the fact that their non-implementation per-unit

11 Energy reduction targets specify how many kilowatt hours should be saved.
Demand reduction targets show how many kilowatts of demand should be eliminated
by the energy efficiency programs we fund.

12 The DEER study can be found at www.calmac.org ----> Search Publications Link
---->Search: DEER

- 15 -
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costs were far higher than those of the other IOUs for a majority of the proposed

measures.

We approve the following program details:

Single Family

Energy Efficiency | Energy Reduction [Demand Reduction|Energy Reduction

Rebates Targets (kWh) Targets (KW) Targets (ths) |Program Budget| EM&V Budget Total Budget

PG&E 21,987,907 18,945 1,660,857, $12,816,000 $269,000 $13,085,000

SCE 19,039,000 6,770 $5,850,000 $203,000 $6,053,000

SCG 4,768,800 2,140 925,000 $2,598,000 $61,000 $2,659,000

SDGE 11,455,500 7,594 336,893 $3,197,000 $85,000 $3,282,000
Total 57,251,207 35,449 2,922,750 $24,461,000 $618,000 $25,079,000

d. Multi-Family Unit Rebates For Energy
Efficiency Equipment (Lighting and
Non-Lighting)

This category of proposals focuses on paying rebates to owners of multi-

dwelling units for upgrading appliances and lighting to more efficient units. In

some cases, the building owner’s contractor, rather than the owner, may receive
the rebate.

Again, we revised the energy savings targets based on the per-unit
estimates in the 2001 DEER Update Study. Moreover, because SDG&E proposed
the same program budget as did SoCalGas, we will hold SDG&E to the same kW
and kWh targets as those proposed by SoCalGas.

We fund the following IOU programs in this category and approve the

following program details:

Multi Family Energy Energy Reduction |Demand Reduction| Energy Reduction
Efficiency Rebates Targets (KWh) Targets (KW) Targets (ths) Program Budget| EM&V Budget | Total Budget
PG&E 6,116,005 4,890 708,970 $3,304,000 $179,000 $3,483,000
SCE 8,850,000 1,090 $2,000,000 $136,000) $2,136,000
SCG 2,832,000 840 575,000 $1,500,000 $41,000] $1,541,000
SDGE 2,832,000 840 279,599 $1,500,000 $57,000] $1,557,000
Total
20,630,005 7,660 1,563,569 $8,304,000 $413,000) $8,717,000

-16 -
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2. Statewide Residential New Construction
In D.01-11-066, we invited proposals focused on statewide residential new

construction. Such programs focus on paying residential contractors and
homebuilders incentives to construct new residences with energy efficient
products.

We received proposals from all four IOUs, and amend them with the
following requirements:

* We will require that the IOUs develop two distinct residential new
construction programs, one for single-family homes and one for multi-
family homes. We feel that a distinct multi-family residential new
construction program can better target builders of multi-family
buildings. In this decision we approve the overall Residential New
Construction budget, but require the IOUs to develop two separate
budgets and program plans to be submitted in their Program
Implementation Plans. PG&E and SoCalGas set benchmarks of 9,000
and 2,893 multi-family units respectively. We require that both Edison
and SDG&E set benchmarks for multi-family units as well, and report
them in their Program Implementation Plans.

* To ensure that PGC funds are equitably distributed to all customers, we
will require that 20% of all funds allocated to this program be reserved
for units constructed for hard-to-reach customers, as defined in the
Energy Efficiency Policy Manual.l3 We require the IOUs to describe in

13 Energy Efficiency Policy Manual, Attachment 1 to D.01-11-066, at 12. Residential Hard-
to-Reach customers are those who do not have easy access to program information or
generally do not participate in energy efficiency programs due to language, income,
housing type, geographic, or home ownership (split incentives) barrier. These barriers
are defined as 1) language — primary language spoken is other than English, and/or, 2)
Income - those customers who fall into the moderate income level (income levels less
than 400% of federal poverty guideline), and/or 3) housing type — multi-family and
mobile Home tenants, and/or 4) geographic — residents of areas other than the San
Francisco Bay Area, San Diego, area, Los Angeles Basin or Sacramento, and/or 5)
homeownership - renters.

-17 -



R.01-08-028 ALJ/SRT/hkr

DRAFT

their Program Implementation Plans how they will meet this 20% goal,
which can include any combination of the following housing types:

o

o

o

o

Housing for senior citizens

Housing for individuals with special needs

Housing for lower-to-moderate income households

Rental units

*  We impose a requirement that at least 20% of all claimed installations of
energy efficiency measures be verified with an inspection. We will not
allow incentives to be paid without proof of inspection of at least 20%
random sample of installations by a California Home Energy Efficiency
Rating System (CHEERS) or Home Efficiency Rating System (HERS)-
certified inspector.

We will enforce these requirements by holding back a portion of the final 15%

payment.

We approve the following program details:

CA Energy Star New

Energy Reduction

Demand Reduction

Energy Reduction

Homes Program Targets (KWh) Targets (KW) Targets (ths) Program Budget| EM&V Budget | Total Budget
PG&E 3,914,428 4,204 259,580 $6,520,000 $285,000 $6,805,000
SCE 3,156,000 3,390 $4,000,000 $216,000 $4,216,000
SCG 521,000 4,000 86,000 $1,484,000 $65,000) $1,549,000
SDGE 1,262,000 1,350 93,856 $2,058,000 $90,000 $2,148,000
Total
8,853,428 12,944 439,436| $14,062,000 $656,000) $14,718,000

B. Statewide Nonresidential Programs

We also solicited proposals from the 10Us to serve the statewide

nonresidential market. As with the residential programs, the proposals fall into

two general categories: retrofit and new construction. We discuss these

programs in turn.
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1. Statewide Nonresidential Retrofit Programs
As we stated in D.01-11-066:

The Commission will continue to support energy efficiency retrofits
in the small, medium and large commercial building sectors. We
expect to select a mix of programs emphasizing technical support,
capacity-building, emerging technology demonstration, and quality
assurance. Because of current high energy prices and the lower cost
of energy saving devices, incentive payments are less necessary than
they once were to encourage energy efficiency, especially in the
large commercial sector.14

We received nonresidential retrofit proposals in five general categories:
(1) Nonresidential Standard Performance Contract (SPC) programs,!s (2) Express
Efficiency programs,!6 (3) Nonresidential audit programs, (4) Building operator
training programs, and (5) Emerging technologies programs.
a. Nonresidential SPC Programs
PG&E, Edison, and SDG&E submitted nonresidential SPC program
proposals. PG&E and Edison refer to the program as "ExpressSPC"; SDG&E uses

14 D.01-11-066, mimeo., at 12.

15 The nonresidential SPC programs pay incentives for custom-designed energy
efficient retrofit projects in existing business facilities, as contrasted with the Express
Efficiency programs, which prescribe a list of energy efficient upgrades eligible for
incentives. Unlike Express Efficiency programs, the SPC programs may include large
businesses among those entities eligible for incentives. These program approaches offer
incentives on the basis of verified energy savings, rather than by prescribing
replacement of specific equipment. Thus, such programs offer more flexibility for
comprehensive projects to reduce energy consumption overall in a building.

16 Express Efficiency programs are similar to nonresidential SPC programs except that
they pay incentives on an appliance-by-appliance basis, rather than paying for a
package of energy efficient products. These programs serve only small and medium
businesses.
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the name "Standard Performance Contract." There should be one common name
for this statewide program to avoid confusion and provide continuity from the
perspective of the program participants. We shall continue to refer to this
program as the "Nonresidential Standard Performance Contract (SPC)" program,
as SDG&E has proposed.

The National Association of Energy Service Companies (NAESCO)
pointed out in its comments that the IOUs' proposals differ in one significant
way. While the Edison proposal seeks to offer SPC services through third party
Energy Efficiency Service Providers (EESPs) with its customer account
representatives only providing general promotion and program information to
customers, PG&E's and SDG&E's proposals stated that SPC will be delivered via
utility account service representatives, EESPs, and line channels or similar
groups. NAESCO challenges PG&E’s and SDG&E’s proposals as
anticompetitive, claiming that “allowing the regulated monopoly utility
company to use regulated utility resources to compete in the energy services
market” will “squash[]” the “nascent energy service industry . . . by unfair
competition from utilities.”?7

In their reply comments, both PG&E and SDG&E clarified their intended
program role. PG&E indicated that it has no desire to compete with EESPSs in
program delivery (i.e., project development, finance, or Measurement &
Verification (M&V)), but that the Commission should not preclude the utility

from promoting the programs and giving out program information to its

17 Comments of the National Association of Energy Services Companies (NAESCO) on the
Delivery of the Express SPC Programs as Filed in the Utility Statewide Plans on December 14,
2001 (NAESCO Comments), filed January 7, 2002, at . Id. at 3.
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customers. PG&E suggested that the Commission have EESPs and similar
groups deliver program services, but allow utility representatives to provide
assistance to first-time program applicants. Similarly, SDG&E clarified that it
agrees that SDG&E account representatives and staff should be able to promote
the program but not implement projects on behalf of customers.

Although we agree with NAESCO that it is Commission policy to
encourage third party energy service providers to compete to provide energy
services in this customer segment, the issue has bee